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A decade ago, the possibility of a non-banking
organization offering banking services was
unthinkable. Today it is a reality that is being
actively explored by even the most traditional
of banks. Technology is the driving force and
enabler of a new Banking-as-a-Service (BaaS)
business model. It is a technology stack that is
backed by a licensed bank to allow anyone,
including fintechs, to embed financial services
into their business. In other words, BaaS
models allow non-banking entities to deliver a
set of banking functionalities to their
customers by tapping into banking
functionalities offered by the licensed bank. As
competition from fintechs and tech giants
intensifies, BaaS models offer banks the
opportunity to expand their reach and connect
with new demographics in innovative ways.

The Baa$S Opportunity

BaaS opens up a great opportunity for financial institutions to acquire
customers at a lower cost. Tech players like Amazon, Uber, Facebook, Google
are already offering financial services embedded within their platforms. What
many customers don't know is that behind these banking products there is a
bank or financial institution providing the services without revealing their brand
but expanding their balance sheet exponentially. BaaS presents a USD 25 billion
opportunity for banks. Little wonder that all banks surveyed in our American
Banker research said that building a partner ecosystem for digital banking and
offering new products & services is their #1 objective.

The Risks and Gains of a BaaS Model

To put it simply, BaaS is a digital landscape where the bank’s role is limited to
empowering partners to deliver a seamless customer experience and offer
innovative solutions to their problems. An APl based model can help them
develop new offerings to improve share of wallet, cash in on new revenue
sources and connect with a new digital native customer segment. The shift to
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